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SUBJECT: GAS PIPELINE DECISION - REPORT TO THE PRESIDENT 

FOLLOWING IS THE TEXT OF THE DEPARTMENT OF STATE S REPORT 
TO THE PRESIDENT PROVIDING COMMENTS ON THE FPC RECOMMENDA- 
TION FOR SELECTION OF A TRANSPORTATION SYSTEM FOR ALASKAN 
NATURAL GAS. STATES'S REPORT WAS DELIVERED TO SCHLESINGER'S 
STAFF ON JULY 1. THE REPORT HAS BEEN COORDINATED WITH 
FEA, DOD, NSC, AND TREASURY. IT WILL BE RELEASED TO THE 
PUBLIC ON JULY 1 IN WASHINGTON. 

BEGIN TEXT: 

INTRODUCTION 
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THE ALASKA NATURAL GAS TRANSPORTATION ACT OF 1976 (PL 94- 
586) REQUIRED THE FEDERAL POWER COMMISSION (FPC) TO SUB- 
MIT TO THE PRESIDENT BY MAY 1, 1977, A RECOMMENDATION 
CONCERNING SELECTION OF A TRANSPORTATION SYSTEM TO CARRY 
NATURAL GAS FROM THE NORTH SLOPE OF ALASKA TO THE LOWER 
48 STATES. THE ACT ALSO AUTHORIZED FEDERAL AGENCIES TO 
COMMENT UPON THE FEDERAL POWER COMMISSION S RECOMMENDATION 
BY JULY 1, 1977. 

ON MAY 2, 1977 THE COMMISSION RECOMMENDED SELECTION OF AN 
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OVERLAND ROUTE THROUGH CANADA, PROVIDED SUCH A ROUTE 
WERE MADE AVAILABLE BY THE GOVERNMENT OF CANADA ON ACCEPT- 
ABLE TERMS AND CONDITIONS. THE FOLLOWING REPORT DIS- 
CUSSES THE U.S. -CANADA INTERNATIONAL RELATIONS ASPECTS 
OF SELECTION OF A PIPELINE ROUTE THROUGH CANADA TO CARRY 
ALASKAN NATURAL GAS TO THE LOWER 48 STATES. 

FPC CONCLUSIONS AND RECOMMENDATIONS 

THE INITIAL DECISION ON THE TRANSPORTATION OF 
ALASKAN NATURAL GAS, PREPARED BY ADMINISTRATIVE LAW 
JUDGE LITT, AND ISSUED BY THE FPC ON FEBRUARY 1, 1977, 

CONTAINS A CHAPTER ON CANADIAN ISSUES. THE MAIN 
POINTS OF THE CHAPTER ARE: 

- JUST, REASONABLE AND NON-DISCRIMINATOR Y 
PROVINCIAL TREATMENT OF TRANSIT PIPELINES 
IS PROVIDED FOR UNDER THE CANADIAN CON- 
STITUTION 

- THE APPLICANTS AGREE THAT RATIFICATION OF 
THE US-CANADA TRANSIT PIPELINE AGREEMENT 
WILL NOT END NEGOTIATIONS WITH CANADA 
UNCLASSIFIED 
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- IT IS ASSUMED THAT EARLY DEVELOPMENT OF 
KNOWN HYDROCARBONS RESERVES IS AS IMPORTANT 
TO CANADA AS TO THE U.S. 

IT IS UNLIKELY THAT NATIVE CLAIMS WILL SIGNI 
FICANTLY MODIFY THE CANADIAN GOVERNMENT'S 
ENERGY DECISIONS 

- ARCTIC GAS AND ALCAN ARGUED THAT A JOINT 
PROJECT THROUGH CANADA IS NOT DEPENDENT 
UPON A U.S. -CAN ADA TREATY. HOWEVER, A TREATY 
WOULD REGULARIZE AND SIMPLIFY THE PROCEDURES 
FOR OBTAINING JOINT APPROVALS 

- THE TREATY, WHICH SPELLS OUT REASONABLE 
PRACTICES OF ORDINARY GOOD BUSINESS, DOES 
NOT ADD SUBSTANTIALLY TO THE EXPECTATION 
THAT A RELATIONSHIP WHICH HAS BEEN HISTORI- 
CALLY WORKABLE WILL REMAIN WORKABLE 

- IT IS EXPECTED THAT AMENDMENTS TO THE TREATY 
WILL BE REQUIRED AND MADE FROM TIME TO TIME 

- IF A PIPELINE FOR ALASKAN GAS IS BUILT ACROSS 
CANADA, IT IS REASONABLE TO ASSUME THAT THE 
GOVERNMENT OF CANADA WILL HAVE AN INTEREST IN 
PROMOTING THE PIPELINE'S ECONOMIC VIABILITY. 
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ON MAY 2, 1977, THE FEDERAL POWER COMMISSIONERS 
RECOMMENDED THAT THE PRESIDENT SELECT AN OVERLAND 
TRANSPORTATION SYSTEM THROUGH CANADA, IF SUCH A 
ROUTE IS MADE AVAILABLE BY THE GOVERNMENT OF CANADA ON 
ACCEPTABLE TERMS AND CONDITIONS. IN THEIR ANALYSIS, 

THE COMMISSIONERS CONFINED THEMSELVES FOR THE MOST 
PART TO US ISSUES. ONLY TWO ISSUES RELATED TO US- 
UNCLASSIFIED 
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CANADIAN INTERNATIONAL RELATIONS WERE MENTIONED: 

- IN REFERENCE TO THE "WESTERN LEG" OF THE 
ARCTIC GAS PROIECT, THE FPC SAID THAT IF 
CANADIAN GAS EXPORTS TO THE US ARE TERMINATED 
UPON EXPIRATION OF PRESENT LICENSES, SUFFICIENT 
IDLE PIPELINE CAPACITY WILL BE AVAILABLE TO 
MOVE ALASKAN GAS TO THE WEST COAST WITHOUT 
CONSTRUCTION OF THE WESTERN LEG. 

- ARCTIC GAS AND ALCAN WILL HAVE SIMILAR SOCIO- 
ECONOMIC IMPACTS IN CANADA. TOTAL POPULATION 
AND EMPLOYMENT CHANGES WILL NOT BE GREAT. 

THE MAJOR IMPACT WILL BE ON THE TRADITIONAL 
LIFE-STYLE OF NATIVE COMMUNITIES ALONG THE 
PIPELINE RIGHT-OF-WAY. 

POSITIONS OF THE PARTIES 

THE FEDERAL POWER COMMISSION HEARD EVIDENCE CONCERNING 
1) US-CANADIAN RELATIONS, 2) THE CANADIAN DECISION 
PROCESS, 3) CANADIAN CONSTITUTIONAL LAW. 

THE BRIEFS SUBMITTED BY THE THREE APPLICANTS ON THE 
US-CANADIAN ISSUES INVOLVED IN TRANSPORTING ALASKAN 
GAS ACROSS CANADA COVERED SECURITY, TAXATION, AND 
POLITICAL FACTORS. EL PASO EMPHASIZED THE UNCERTAINTIES 
AND COMPROMISES INHERENT IN DEALING WITH A FOREIGN 
GOVERNMENT. ARCTIC GAS AND ALCAN ARGUED THAT THE GOVERN- 
MENT OF CANADA WOULD HAVE AN INTEREST IN THE SUCCESS OF A 
COMMERCIAL VENTURE FOR THE TRANSPORTATION OF ALASKAN 
GAS WHICH INVOLVES CANADIAN COMPANIES. CANADA WOULD THERE- 
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FORE BE UNLIKELY TO TAKE ACTION CONTRARY TO THE INTERESTS 
OF ITS OWN CITIZENS. IN ADDITION, THE US AND CANADA 
HAVE A LONG TRADITION OF SUCCESSFUL COOPERATION WHICH 
CAN REASONABLY BE EXPECTED TO CONTINUE IN THE CASE OF 
A TRANSPORTATION SYSTEM FOR ALASKAN GAS. 
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THE FEDERAL POWER COMMISSION ALSO HEARD EVIDENCE 
CONCERNING THE CANADIAN DECISION PROCESS ON THE PIPE- 
LINE. THE ARGUMENTATION FOCUSED ON THE SETTLEMENT OF 
NATIVE CLAIMS ALONG THE PROPOSED PIPELINE RIGHTS-OF- 
WAY. EL PASO POINTED OUT THE PROBLEMS INVOLVED IN THE 
SETTLEMENT OF NATIVE CLAIMS ALONG THE RIGHTS-OF-WAY 
OF ARCTIC GAS AND ALCAN. EL PASO EXPRESSED THE OPINION 
THAT THE GOVERNMENT OF CANADA'S FAILURE TO SETTLE THE 
CLAIMS COULD DELAY A TRANS-CANADIAN PIPELINE DECISION 
FOR YEARS. 

ALCAN ARUGED THAT THE CLAIMS PROBLEM IS LESS 
SERIOUS ALONG ITS PROPOSED RIGHT-OF-WAY IN THE 
SOUTHERN YUKON THAN ALONG THE ARCTIC GAS ROUTE IN THE 
MACKENZIE VALLEY. 

THE COMMISSION ALSO HEARD SEVERAL DAYS OF TESTIMONY 
ON CANADIAN CONSTITUTIONAL LAW. EL PASO'S WITNESSES 
DESCRIBED THE POWERS EXERCISED BY THE CANADIAN PROVINCES 
AND IMPLIED THAT THE PROVINCES COULD DELAY OR PREVENT 
CONSTRUCTION OF A TRANSIT PIPELINE, OR COULD IMPOSE 
INTOLERABLE TAX BURDENS. 

ARCTIC GAS AND ALCAN WITNESSES ARGUED THAT CANADIAN 
CONSTITUTIONAL LAW CONFERS UPON THE FEDERAL GOVERNMENT 
OF CANADA UNQUESTIONABLE AUTHORITY TO IMPLEMENT A 
DECISION IN FAVOR OF A TRANSIT PIPELINE. 

RELEVANT FACTORS 
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CANADIAN DECISION PROCESS 

THE GOVERNMENT OF CANADA HAS BEEN STUDYING THE 
PROPOSALS FOR THE TRANSPORTATION OF ALASKAN NATURAL 
GAS ACROSS ITS TERRITORY SINCE 1974. SEPARATE 
STUDIES ARE BEING CONDUCTED BY THE NATIONAL ENERGY 
BOARD (NEB), THE BERGER COMMISSION, THE ALASKA HIGH- 
WAY GAS PIPELINE INQUIRY BOARD, AND THE ALASKA HIGH- 
WAY GAS PIPELINE ENVIRONMENTAL ASSESSMENT AND REVIEW 
PANEL. 

THE NATIONAL ENERGY BOARD IS ANALYZING THE 
RELATIONSHIP OF THE CANADIAN ARCTIC GAS, THE ALCAN, 

AND THE MAPLELEAF PROJECTS TO CANADA'S ENERGY NEEDS. 

THE BOARD MUST DETERMINE WHETHER ANY OF THE PIPELINE 
PROJECTS ARE AND WILL BE REQUIRED BY THE PRESENT AND 
FUTURE PUBLIC CONVENIENCE AND NECESSITY. THE BOARD'S 
FINDINGS WILL BE SUBMITTED TO THE GOVERNMENT OF 
CANADA FOR ITS CONSIDERATION IN EARLY JULY. THE 
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CANADIAN CABINET MAY ACCEPT OR REJECT THE NEB'S 
DECISION ON A PIPELINE, BUT MAY NOT CHANGE IT EXCEPT 
BY LEGISLATION. 

THE BERGER COMMISSION IS LOOKING INTO THE SOCIAL, 
ECONOMIC AND ENVIRONMENTAL IMPACT OF THE CANADIAN 
ARCTIC GAS AND MAPLE! .RAF PIPELINE PROJECTS IN THE YUKON 
AND NORTHWEST TERRITORIES. THE COMMISSION RELEASED 
THE FIRST PART OF ITS REPORT ON MAY 9, 1977. IT 
RECOMMENDED THAT NO PIPELINE BE BUILT ACROSS THE 
NORTHERN YUKON, AND THAT TEN YEARS ELAPSE BEFORE A 
PIPELINE IS BUILT IN THE MACKENZIE RIVER VALLEY. PART 
II OF THE REPORT, RECOMMENDING TERMS AND CONDITIONS 
TO BE APPLIED IN THE EVENT THAT A PIPELINE IS BUILT, 
UNCLASSIFIED 

PAGE 07 STATE 154415 

IS EXPECTED LATER DURING THE SUMMER OF 1977. THE 
REPORT IS NOT BINDING ON THE GOVERNMENT OF CANADA AND 
DOES NOT ADDRESS ALL THE FACTORS WHICH THE CANADIAN 
GOVERNMENT WILL CONSIDER BEFORE REACHING A FINAL 
DECISION. 

THE ALASKA HIGHWAY GAS PIPELINE INQUIRY BOARD 
WILL REPORT ON THE SOCIAL AND ECONOMIC ASPECTS OF THE 
ALCAN PROJECT IN THE SOUTHERN YUKON. THE REPORT IS TO 
BE SUBMITTED TO THE CANADIAN CABINET BY AUGUST 1, 1977. 

THE ALASKA HIGHWAY GAS PIPELINE ENVIRONMENTAL 
ASSESSMENT AND REVIEW PANEL, DIRECTED BY DR. H.M. HILL, 

IS ANALYZING THE ENVIRONMENTAL IMPACT OF THE ALCAN 
PROJECT IN THE YUKON. DR. HILL'S REPORT IS TO BE 
COMPLETED BY AUGUST 1. 

ON APRIL 28, 1977, CANADIAN PRIME MINISTER TRUDEAU 
APPOINTED MR. BASIL ROBINSON AS NORTHERN PIPELINE 
COMMISSIONER. MR. ROBINSON WILL COORDINATE THE 
ACTIVITIES OF THE VARIOUS AGENCIES OF THE CANADIAN 
GOVERNMENT IN REACHING A DECISION, AND WILL BE THE 
CANADIAN GOVERNMENT'S POINT OF CONTACT WITH THE US 
GOVERNMENT AS THE TWO DECISION-MAKING PROCESSES 
UNFOLD. 

ALL INPUTS RELATED TO THE PIPELINE DECISION 
REQUIRED BY THE GOVERNMENT OF CANADA ARE EXPECTED 
TO BE AT HAND BY EARLY AUGUST, 1977. THE CANADIAN 
PARLIAMENT IS EXPECTED TO DEBATE THE PIPELINE ISSUE 
IN JULY, BEFORE THE CANADIAN GOVERNMENT MAKES ITS 
DECISION, AND AGAIN IN AUGUST. 

COMMENTING UPON THE TIMING OF THE CANADIAN DECISION, 
CANADIAN PRIME MINISTER TRUDEAU, DURING HIS VISIT TO 
WASHINGTON IN FEBRUARY, 1977, INDICATED THAT CANADA 
WOULD MAKE A DETERMINED EFFORT TO ACCOMODATE TO THE 
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ANTICIPATED U.S. DECISION TIMETABLE. 

SETTLEMENT OF NATIVE CLAIMS 

IT IS THE POLICY OF THE FEDERAL GOVERNMENT OF 
CANADA TO RECOGNIZE THE EXISTENCE OF A NATIVE INTEREST 
IN THOSE AREAS OF CANADA IN WHICH THE NATIVE INTEREST 
HAS NOT BEEN SETTLED BY TREATY OR SUPERSEDED BY LAW. 

THE GOVERNMENT OF CANADA BELIEVES IT IS DESIRABLE 
TO ADDRESS THE NATIVE CLAIMS ISSUE EXPEDITIOUSLY AND, 

IF AT ALL POSSIBLE, BEFORE A PIPELINE IS BUILT. 

HOWEVER, THE GOVERNMENT OF CANADA HAS NEVER TAKEN THE 
POSITION THAT IT IS NECESSARY TO REACH A SETTLEMENT 
BEFORE HAND. IT IS EXPECTED THAT THE GOVERNMENT OF 
CANADA WILL REACH A DECISION ON THE PIPELINE ISSUE 
WITHIN THE ANTICIPATED US TIMETABLE, REGARDLESS OF THE 
STATUS OF THE SETTLEMENT OF NATIVE CLAIMS. MOREOVER, 

IF THE U.S. AND CANADA AGREE TO COOPERATE ON A GAS 
PIPELINE, THAT AGREEMENT WOULD HAVE TO BE BASED ON AN 
UNDERSTANDING THAT CONSTRUCTION CAN BE CARRIED OUT 
EXPEDITIOUSLY. CONSTRUCTION WOULD NOT, THEREFORE BE 
DELAYED BY THE SETTLEMENT OF NATIVE CLAIMS WHICH COULD, 

IF NECESSARY, GO FORWARD CONCURRENTLY. 

CANADIAN LEGAL ENVIRONMENT 

TWO PROCEDURES EXIST FOR SEEKING REVIEW OF AN 
NEB DECISION RELATED TO THE GAS PIPELINE. FIRST. 

SECTION 18 OF THE NEB ACT PERMITS PARTIES TO NEB 
PROCEEDINGS TO APPEAL QUESTIONS OF LAW OR JURIS- 
DICTION TO THE FEDERAL COURT OF APPEALS OF CANADA. 

SUCH APPEALS ARE DISCRETIONARY FOR THE COURT; A COURT 
MUST GRANT LEAVE TO APPEAL. AN APPLICATION FOR APPEAL 
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MUST BE FILED WITHIN ONE MONTH OF THE NEB'S ACTION, 

UNLESS THE COURT OR A JUDGE FINDS THAT SPECIAL CIRCUM- 
STANCES ALLOW SOME LONGER TIME. ONCE LEAVE IS GRANTED, 

THE APPEAL MUST BE ENTERED WITHIN 60 DAYS. 

WE ARE INFORMED BY CANADIAN AUTHORITIES THAT THERE 
SHOULD BE NO PLAUSIBLE CHALLENGE TO THE JURISDICTION 
OF THE NEB OR ANY SIGNIFICANT QUESTION OF LAW ARISING 
FROM ITS DECISIONS. SECTION 44 OF THE NEB ACT GIVES 
THE NEB BROAD DISCRETION IN DECIDING ON APPLICATIONS 
OF PUBLIC CONVENIENCE AND NECESSITY FOR PIPELINES. 

JUDICIAL REVIEW OF NEB ACTION WOULD MORE 
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LIKELY BE SOUGHT UNDER THE FEDERAL COURTS ACT. UNDER 
THAT ACT. THE NEB COULD BE OVERTURNED IF IT "FAILED 
TO OBSERVE A PRINCIPLE OF NATURAL JUSTICE". "ACTED 
BEYOND OR REFUSED TO EXERCISE ITS JURISDICTION ", "ERRED 
IN LAW IN MAKING ITS DECISIONS", OR "BASED ITS DECISION 
OR ORDER ON AN ERRONEOUS FINDING OF FACT THAT IT MADE 
IN A PERVERSE OR CAPRICIOUS MANNER OR WITHOUT REGARD 
TO THE MATERIAL BEFORE IT". 

WE UNDERSTAND THAT THE CANADIAN COURTS HAVE LEFT 
GREAT DSICRETION TO THE ADMINISTRATIVE BOARD OR BODY 
INVOLVED. WE KNOW OF NO CASE IN WHICH AN NEB DECISION 
TO ISSUE A CERTIFICATE OF PUBLIC CONVENIENCE AND NECES- 
SITY HAS BEEN EFFECTIVELY CHALLENGED IN THE COURTS. 

IT SHOULD ALSO BE NOTED THAT CANADIAN LAW PLACES 
COMPARATIVELY STRINGENT LIMITS ON STANDING TO SUE. 

WE UNDERSTAND THAT, IN GENERAL, ONLY PARTIES TO ADMIN 
ISTRATIVE PROCEEDINGS CAN SEEK JUDICIAL REVIEW OF 
AGENCY ACTION. 

UNDER CANADIAN LAW, THE SCOPE OF REVIEW OF NEB 
DECISIONS IS NARROWER THAN COMPARABLE REVIEW OF THE 
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DECISIONS OF US REGULATORY AGENCIES. 

IF THE FEDERAL GOVERNMENT OF CANADA MAKES A DECISION 
IN FAVOR OF AN OVERLAND ROUTE FOR ALASKAN GAS, NO 
FURTHER PROVINCIAL PERMITS ARE REQUIRED. THE SUCCESSFUL 
APPLICANT WILL BE AUTHORIZED TO PROCEED IN ACQUIRING 
LAND FOR THE PIPELINE RIGHT-OF-WAY THROUGH NORMAL 
COMMERCIAL CONTRACT NEGOTIATIONS. IF NECESSARY, THE 
FEDERAL GOVERNMENT OF CANADA WILL EXERCISE THE RIGHT OF 
EMINENT DOMAIN TO ASSURE THAT A RIGHT-OF-WAY CAN BE 
OBTAINED. 

IMPLEMENTATION OF A CANADIAN DECISION IN FAVOR OF 
A TRANS-CANADIAN GAS PIPELINE WILL REQUIRE A PERMIT 
FROM THE DEPARTMENT OF INDIAN AND NORTHERN AFFAIRS TO 
ALLOW USE OF FEDERALLY-OWNED LAND IN THE YUKON AND 

NORTHWEST TERRITORIES. HOWEVER, IT IS EXPECTED THAT 
ISSUANCE OF SUCH A PERMIT WOULD BE PRO FORMA IF A 
FAVORABLE DECISION IS REACHED BY THE FEDERAL GOVERNMENT 
OF CANADA. 

THE CANADIAN PROCEDURES FOR IMPLEMENTING A 
DECISION ON THE GAS PIPELINE APPEAR TO BE LESS COM- 
PLICATED THAN PROCEDURES IN THE US, WHERE STATE 
APPROVALS ARE REQUIRED FOR RIGHT-OF-WAY ACQUISITION, 
EXPLOITATION OF MINERAL RESOURCES, AND CONSTRUCTION OF 
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PORT AND REGASIFICATION FACILITIES. DELAYS RELATED 
TO APPROVAL BY REGULATORY AUTHORITIES ARE LESS LIKELY 
TO OCCUR IN CANADA THAN IN THE U.S. 

US-CANADA TRANSIT PIPELINE AGREEMENT 
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THE TRANS-ALASKA PIPELINE AUTHORIZATION ACT OF 
1973 (PL 93-153) AUTHORIZED AND REQUESTED THE PRESIDENT 
TO DETERMINE UHETHER THE GOVERNMENT OF CANADA WOULD BE 
WILLING TO PERMIT THE CONSTRUCTION OF PIPELINES ACROSS 
CANADA TO CARRY OIL AND GAS FROM ALASKA'S NORTH SLOPE 
TO MARKETS IN THE LOWER 48 STATES AND TERMS AND CONDITIONS 
WHICH MIGHT APPLY TO SUCH A PIPELINE. IN RESPONSE TO 
THIS CONGRESSIONAL MANDATE, THE DEPARTMENT OF STATE 
BEGAN NEGOTIATIONS IN 1974 WHICH LED TO THE TRANSIT 
PIPELINE AGREEMENT SIGNED ON JANUARY 28, 1977. 

THE PRESIDENT SENT THE AGREEMENT TO THE SENATE ON 
MARCH 30, 1977, FOR ADVICE AND CONSENT TO RATIFICATION. 

THE SENATE FOREIGN RELATIONS COMMITTEE HELD HEARINGS ON 
JUNE 7, 1977, AND ITS REPORT IS EXPECTED TO BE COMPLETE 
IN JULY. THE AGREEMENT INCLUDES THE FOLLOWING BASIC 
ELEMENTS: 

IT COVERS ALL EXISTING OR FUTURE PIPELINES 
WHICH TRANSIT THE TERRITORY OF EACH PARTY; 

IT COVERS ALL FORMS OF HYDROCARBONS INCLUDING 
CRUDE OIL, PETROLEUM PRODUCTS, NATURAL GAS, 

PETROCHEMICAL FEEDSTOCKS AND COAL SLURRIES; 

IT PROVIDES FOR RECIPROCITY OF OBLIGATIONS ON 
THE PART OF BOTH PARTIES; 

IT DOES NOT PROVIDE FOR APPROVAL OF ANY SPECIFIC 
PROPOSALS TO CONSTRUCT A TRANSIT PIPE! .INF, ACROSS 
THE TERRITORY OF EITHER COUNTRY, BUT IT MAKES 

PROVISION FOR POSSIBLE PROTOCOLS ON SPECIFIC 
PIPELINE PROJECTS IF THEY ARE DEEMED NECESSARY; 

- IT PROVIDES A GUARANTEE OF THROUGHPUT, BY WHICH 
PUBLIC AUTHORITIES IN BOTH COUNTRIES ARE PRO- 
UNCLASSIFIED 
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HIBITED, EXCEPT UNDER SPECIFIED EMERGENCY CIR 
CUMSTANCES, FROM INTERFERING WITH OR IMPEDING 
HYDROCARBONS MOVING IN TRANSIT PIPELINES; 
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- IT PROVIDES FOR NON-DISCRIMINATORY TREATMENT 
OF HYDROCARBONS TRANSITING EITHER COUNTRY, 

WHICH ENSURES THAT PUBLIC AUTHORITIES IN BOTH 
COUNTRIES WILL BE PREVENTED FROM DISCRIMINATING 
AGAINST TRANSIT PIPELINES WITH REGARD TO TAXES 
AND OTHER MONETARY CHARGES; 

IT ASSURES "IN BOND" TREATMENT FOR HYDRO- 
CARBONS MOVING IN TRANSIT PIPELINES; 

IT CONFIRMS THE JURISDICTION OF NORMAL RE- 
GULATORY AUTHORITIES OVER TRANSIT PIPELINES 
AND REQUIRES THAT THEIR ACTION BE REASONABLE 
AND NON-DISCRIMINATORY; 

IT PROVIDES FOR EQUITABLE SHARING OF PIPELINE 
CAPACITY IN THE EVENT OF EMERGENCIES ON A PRE- 
DETERMINED BASIS. 

IT PROVIDES FOR BINDING ARBITRATION IN THE 
EVENT OF DISPUTES WHICH CANNOT BE RESOLVED 
BY NEGOTIATION; AND 

IT IS OF LONG DURATION - THIRTY FIVE 
YEARS - AND MAY BE TERMINATED AFTER THE 
END OF THIS PERIOD ONLY IF TEN YEARS PRIOR 
NOTICE IS GIVEN. 

THE AGREEMENT PROVIDES VERY STRONG ASSURANCES OF 
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NON-INTERFERENCE WITH THE FLOW OF HYDROCARBONS IN 
TRANSIT. EVEN IN EMERGENCY SITUATIONS, THE AGREEMENT 
SPELLS OUT THE TERMS GOVERNING THE OPERATION OF PIPE- 
LINES CARRYING HYDROCARBONS IN TRANSIT COMMINGLED WITH 
INDIGENOUSLY PRODUCED HYDROCARBONS. BOTH THE U.S. 

AND CANADA RECOGNIZE THAT SECURITY OF THROUGHPUT IS 
A FUNDAMENTAL REQUIREMENT, AND BOTH COUNTRIES HAVE 
MADE BINDING. RECIPROCAL COMMITMENTS TO NON-INTERFERENCE. 

THE AGREEMENT DOES NOT BAR REAL PROPERTY TAXES 
BY EITHER PROVINCES OR STATES. HOWEVER, UNDER THE 
PROVISIONS OF THE BRITISH NORTH AMERICAN ACT AND THE 
TERMS OF THE AGREEMENT, THE PROVINCES WOULD BE PRE- 
VENTED FROM TAXING THE THROUGHPUT OF PIPELINES OR 
LEVYING DISCRIMINATORY CHARGES ON TRANSIT PIPELINES. 

THE FEDERAL GOVERNMENT OF CANADA HAS ACCEPTED THE 
OBLIGATION TO ENSURE THAT THE EXERCISE OF THE TAXING 
POWER OF THE PROVINCES SHALL BE APPLIED IN A NON 
DISCRIMINATORY MANNER. 

IN THE U.S., WHERE A RATIFIED TREATY BECOMES THE 
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SUPREME LAW OF THE LAND, THE U.S. FEDERAL GOVERNMENT 
HAS THE AUTHORITY TO PREVENT STATES FROM DISCRIMINATING 
AGAINST TRANSIT PIPELINES AND IS COMMITTED TO DO SO BY 
THE AGREEMENT. 

WHETHER DISCRIMINATION AGAINST A TRANSIT PIPELINE 
EXISTS IS DETERMINED BY COMPARISON WITH SIMILAR PIPE- 
LINES. THE AGREEMENT PROVIDES THAT "SIMILAR" PIPE- 
LINES INCLUDE BOTH INTER-PROVINCIAL AND INTER-STATE 
PIPELINES AND INTRA-PROVINCIAL AND INTRA-STATE 
PIPELINES. THIS DEFINITION IS SUFFICIENTLY BROAD TO 
ASSURE THAT AN ADEQUATE BASIS FOR COMPARISON CAN BE 
FOUND WITHIN THE JURISDICTIONS WHICH WOULD BE INVOLVED 
IF A TRANS-CANADIAN ROUTE FOR ALASKAN GAS IS APPROVED. 
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THE HYDROCARBONS MOVING THROUGH A TRANSIT PIPELINE 
ARE ACCORDED THE EQUIVALENT OF "IN BOND" TREATMENT 
UNDER THE TERMS OF THE AGREEMENT AND MAY NOT BE TAXED 
BY PROVINCIAL, STATE, OR FEDERAL AUTHORITIES IN EITHER 
COUNTRY. 

THE NON-DISCRIMINATION PROTECTIONS CONTAINED IN 
THE AGREEMENT PREVENT THE IMPOSITION OF TAXES ON 
TRANSIT PIPELINES WHICH ARE NOT ALSO APPLICABLE TO 
SIMILAR. NON-TRANSIT PIPELINES. THEREFORE, THE AGREEMENT 
ASSURES THAT TRANSIT PIPELINES WILL NOT BE TAXED IN A 
DISCRIMINATORY MANNER TO GENERATE FUNDS FOR THE SETTLE- 
MENT OF NATIVE CLAIMS. 

THE U.S. -CAN ADA TRANSIT PIPELINE AGREEMENT DOES 
NOT SETTLE ALL ISSUES RELATED TO A TRANS-CANADIAN 
PIPELINE FOR ALASKAN NATURAL GAS. RATHER. THE AGREE- 
MENT PROVIDES FUNDAMENTAL GUARANTEES AND A FRAMEWORK 
FOR THE TERMS AND CONDITIONS WHICH WOULD BE APPLICABLE. 
IF CANADA DECIDES TO OFFER AN OVERLAND ROUTE. FURTHER 

DISCUSSIONS WITH THE GOVERNMENT OF CANADA WILL BE 
NEEDED TO ANSWER SPECIFIC QUESTIONS RELATED TO FINANCING 
ARRANGEMENTS, PIPELINE TARIFFS, EXPANSION OF THE 
PIPELINE'S CAPACITY, REQUIREMENTS FOR PURCHASING GOODS 
AND SERVICES IN CANADA, THE POSSIBILITY OF CONSTRUCTION 
DELAYS, AND ARRANGEMENTS FOR INSPECTION OF THE PIPELINE. 

FINANCING 

THE QUESTION OF FINANCING A TRANS-CANADIAN PIPE- 
LINE FOR ALASKAN GAS HAS NOT BEEN FORMALLY DISCUSSED 
WITH THE GOVERNMENT OF CANADA. IF AN OVERLAND ROUTE 
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IS OFFERED BY CANADA, AND IF IT IS NECESSARY FOR 
EITHER GOVERNMENT TO PARTICIPATE IN FINANCING, 

FINANCIAL ARRANGEMENTS COULD BE DEALT WITH IN A PRO- 
TOCOL TO THE U.S.-CANADA TRANSIT PIPELINE AGREEMENT. 

IMPACT ON U.S. -CANADIAN RELATIONS 

THE U.S. AND CANADA HAVE A LONG TRADITION OF 
COOPERATION ON MUTUALLY BENEFICIAL PROJECTS, SUCH 
AS THE SAINT LAWRENCE SEAWAY, THE ALASKAN HIGHWAY, THE 
ENVIRONMENTAL CLEAN-UP OF THE GREAT LAKES, AND THE 
TRANSPORTATION OF CANADIAN HYDROCARBONS ACROSS THE 
U.S. A DECISION TO CONSTRUCT A TRANS-CANADIAN PIPELINE 
FOR ALASKAN NATURAL GAS WOULD BE IN KEEPING WITH THIS 
COOPERATIVE TRADITION WHICH IS IN THE INTEREST OF 
BOTH COUNTRIES. HOWEVER, BOTH GOVERNMENTS HAVE MADE 
Cl EAR THAT A DECISION ON THE GAS PIPELINE WILL BE 
MADE ON ITS OWN MERITS. 

REGARDLESS OF THE OUTCOME OF THE GAS PIPELINE 
DECISION, A COMMUNITY OF INTEREST WILL REMAIN, 

TENDING TO DRAW THE US AND CANADA TOGETHER. A 
RELATIONSHIP WHICH IS BASICALLY FRIENDLY AND CO- 
OPERATIVE WILL CONTINUE. 

CANADIAN TRANSIT PIPELINES IN THE US 

MOST OF CANADA'S OIL AND NATURAL GAS RESERVES ARE 
LOCATED IN THE WESTERN PROVINCES OF ALBERTA, SASKATCHEWAN, 
AND BRITISH COLUMBIA. HOWEVER, ENERGY CONSUMPTION IS 
GREATEST IS THE INDUSTRIALIZED, EASTERN PROVINCES OF 
ONTARIO AND QUEBEC. 

CANADIAN CRUDE OIL MOVES FROM THE PRODUCING PRO- 
VINCES IN THE WEST TO THE CONSUMING PROVINCES IN THE 
EAST VIA THE INTERPROVINCIAL PIPELINE SYSTEM. THE 
UNCLASSIFIED 
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TWO BRANCHES OF THE INTERPROVINCIAL SYSTEM TRANSIT 
THE U.S.; ONE NORTH OF LAKE MICHIGAN, AND THE OTHER 
TO THE SOUTH OF THE LAKE. 

CANADIAN NATURAL GAS IS CARRIED FROM WEST TO EAST 
VIA THE TRANSCANAD A/GREAT LAKES GAS TRANSMISSION 
SYSTEM. THE SYSTEM TRANSPORTS ABOUT 300 BILLION CUBIC 
FEET OF GAS PER YEAR ACROSS THE US TO MARKETS IN EASTERN 
CANADA. IN ADDITION, TRANSCANADA/GREAT LAKES DELIVERS 
CANADIAN GAS TO US MARKETS IN THE MIDWEST. 

IMPORTED CRUDE OIL IS CARRIED VIA A TRANSIT 
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PIPELINE FROM PORTLAND, MAINE TO MONTREAL. IN 1976, 

300 THOUSAND BARRELS PER DAY OF CRUDE OIL WERE DELIVERED 
TO MONTREAL THROUGH THE PORTLAND PIPELINE. 

CONCLUSION 

IT IS THE CONCLUSION OF THE TASK FORCE ON INTERNATIONAL 
RELATIONS THAT A VIABLE OPTION EXISTS FOR THE TRANS- 
PORTATION OF ALASKAN NATURAL GAS ACROSS CANADA, PRO- 
VIDED THAT THE GOVERNMENT OF CANADA OFFERS AN OVERLAND 
ROUTE ACROSS ITS TERRITORY. A TRANS-CANADIAN GAS PIPE- 
LINE WOULD BENEFIT FROM THE PROTECTION AFFORDED BY THE US- 
CANADA TRANSIT PIPELINE AGREEMENT, AND FROM THE LONG 
TRADITION OF COOPERATION BETWEEN THE TWO COUNTRIES. 

CANADIAN CONSTITUTIONAL LAW PROVIDES CLEAR AUTHORITY 
TO THE FEDERAL GOVERNMENT OF CANADA TO MAKE AND IMPLE- 
MENT A DECISION CONCERNING A TRANSIT PIPELINE FOR 
ALASKAN GAS. IN ADDITION, THE GOVERNMENT OF CANADA 
HAS ACCEPTED THE OBLIGATION TO ENSURE THAT THE EXERCISE 
OF THE TAXING POWER OF THE PROVINCES SHALL BE APPLIED 
UNCLASSIFIED 
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IN A NON-DISCRIMINATORY MANNER. 

THE TASK FORCE AGREES WITH FEDERAL POWER COMMISSION 
ADMINISTRATIVE LAW JUDGE LITT THAT IN LIGHT OF THE 
HISTORY OF SUCCESSFUL COOPERATION WITH CANADA IN OTHER 
AREAS, IT IS REASONABLE TO EXPECT THE GOVERNMENT OF 
CANADA TO ACT RESPONSIBLY IN THE CASE OF A PIPELINE 
CARRYING ALASKAN GAS. 

THE TASK FORCE FURTHER CONCLUDES THAT REGARDLESS OF THE 
OUTCOME OF THE GAS PIPELINE DECISION, U.S.-CANADIAN 
RELATIONS WILL CONTINUE TO BE FRIENDLY AND COOPERATIVE. 
END TEXT: CHRISTOPHER 
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